
December 23, 2009 

R e : Docket R - 1 3 6 6 

To W h o m I t M a y C o n c e r n : 

As a m o r t g a g e b r o k e r , a n d m e m b e r of the Na t iona l Associat ion of M o r t g a g e 
B r o k e r s (N A M B) , I wr i t e to you today express ing m y concerns w i t h the F e d e r a l 
Rese rve B o a r d P r o p o s e d R u l e a m e n d i n g Regu la t ion Z - Docke t Number. R - 1 3 6 6 (F.R. 
Fed . Reg . 4 3 2 3 2) . W h i l e I believe it is necessary to a d d r e s s r e m a i n i n g p r o b l e m s in 
the m o r t g a g e m a r k e t , the P r o p o s e d R u l e will u l t imate ly only harm me, the smal l 
bus iness m o r t g a g e profess ional , a n d the consumer s I serve . I r e q u e s t that you 
s t rongly cons ide r m y concerns before issuing a F ina l R u l e that could negat ively 
change the m o r t g a g e m a r k e t l andscape , a n d i m p e d e a recovery of the hous ing 
i ndus t ry . 

I a m grea t ly conce rned w i t h the B o a r d ' s p roposa l s add re s s ing o r ig ina to r 
compensa t ion . T h e m a i n a l t e rna t ive w o u l d e l iminate yield s p r e a d p r e m i u m s (Y S P) 
a n d r emove a v i ta l c o n s u m e r choice in how to f inance a loan, a n d l imit compet i t ion 
in the m o r t g a g e m a r k e t by choosing w i n n e r s a n d losers . F u r t h e r m o r e , the B o a r d 
recognizes that Y S P p rov ides a benefi t to consumer s , b u t i naccura t e ly cha rac t e r i ze 
it as a n un fa i r o r decept ive p rac t i ce that can be used to s teer c o n s u m e r s . Choos ing 
to f inance closing a n d or ig ina t ion costs through the r a t e allows b o r r o w e r s to 
p u r c h a s e a n d s t a r t bu i ld ing wea l t h through the i r h o m e w i t h o u t r e q u i r i n g 
significant out lays of cash in add i t ion to the d o w n p a y m e n t a t the outse t of the loan. 
Y S P allows c o n s u m e r s to compensa t e o r ig ina to r s for o r ig ina t ion services w h e n they 
p a y none , o r only some of the or ig ina t ion fees o r closing costs u p front . Th i s is a 
legi t imate a n d legal w a y for b o r r o w e r s to f inance those up f ron t costs through the 
in te res t r a t e . I believe it is i m p o r t a n t for the B o a r d to recognize a n d cons ider the 
u n i n t e n d e d consequence that wil l be caused if the p r o p o s a l is m a d e final. 

T h e second a l t e rna t ive p r o p o s e d r e g a r d i n g o r ig ina to r c o m p e n s a t i o n will r e q u i r e 
c o n s u m e r s to p a y for services r e n d e r e d in connect ion w i t h ob ta in ing a loan e i ther all 
u p f ront o r all on the b a c k end of through the r a t e . T h e p r o p o s e d ru le will r emove 
in t e r im r a t e f inanc ing opt ions for c o n s u m e r s , potent ia l ly l imi t ing the i r abil i ty to 
ob ta in loans o r forcing t h e m to t a k e on m o r e deb t over t ime . F o r example , if a 
c o n s u m e r desi res (or is r e q u i r e d in o r d e r to qualify) to p a y some up f ron t fees to 
r educe the overa l l costs to be f inanced over the life of the loan a n d hence pa r t i a l ly 
r educe the i r m o n t h l y p a y m e n t (as opposed to f inancing a n y costs through the r a t e ) ; 
they w o u l d not be al lowed to do so. In s t ead , if they do no t have e n o u g h cash to 
cover all of the costs u p f ront , (or s imply w a n t to p r e se rve some cash on h a n d ) , the i r 
only choice w o u l d be to f inance all of the costs through the b a c k end a t a h i g h e r 
in te res t r a t e , h i g h e r p a y m e n t a n d overal l h ighe r deb t . 



T h e B o a r d p roposes sweeping changes to c u r r e n t m o r t g a g e disclosures that I believe 
cause f u n d a m e n t a l p r o b l e m s of prac t ica l i ty a n d po ten t ia l c o n s u m e r confusion. I 
r eques t that you cons ider the following policy r e c o m m e n d a t i o n s : 
Revise l a n g u a g e of the P r o p o s e d Ru le to p e r m i t e i ther the c red i to r , o r a m o r t g a g e 
b r o k e r o r t h i r d - p a r t y o r ig ina to r , to p rov ide the r e q u i r e d p re -app l i ca t ion 
disclosures . 
Because the B o a r d has not defined m o r t g a g e b r o k e r s o r o t h e r t h i r d - p a r t y 
o r ig ina to r s as c red i to r s , a n d these o r ig ina to r s a r e often the ones m a k i n g first 
con tac t wi th c o n s u m e r s a n d t a k i n g appl ica t ions , the P r o p o s e d R u l e poses a 
compl iance p r o b l e m for c red i to r s , m o r t g a g e b r o k e r s a n d o t h e r t h i r d - p a r t y 
o r ig ina to r s . 
E l imina t e the disc losure of A P R, a n d ins tead r e q u i r e d isc losure of p a y m e n t t e r m s , 
se t t lement costs a n d m o n t h l y p a y m e n t . 
B o a r d tes t ing showed that consumer s do no t typical ly u n d e r s t a n d the A P R a n d do 
not use the A P R effectively as a shopp ing tool. 
Es tab l i sh a r ea sonab le to le rance th re sho ld , w i th in w h i c h cer ta in t e r m s could change 
after the final T I L A disclosure b u t p r i o r to closing w i t h o u t r e q u i r i n g re-d isc losure 
a n d w i t h o u t t r igge r ing an add i t iona l wa i t ing per iod . 
I n closing, I w o u l d like to p re sen t the following policy r e c o m m e n d a t i o n s that I 
believe the B o a r d should s t rongly cons ider w h e n developing a F ina l Ru le . Smal l 
businesses offering m o r t g a g e loan or ig ina t ion services will be negat ively a n d 
d i sp ropor t iona te ly impac t ed by the P roposed Rule . F o r this r eason , I c anno t 
s u p p o r t the P r o p o s e d R u l e because it will no t serve the bes t in teres ts of the 
c o n s u m e r o r the m a r k e t . 

1. W i t h d r a w the p r o p o s e d p roh ib i t i on on p a y m e n t s to loan o r ig ina to r s that a r e 
based on the t e r m s or condi t ions of a loan. 
2 . Delay i m p l e m e n t a t i o n of any final ru le unt i l Congress has ac ted on cu r r en t l y 
p r o p o s e d legislat ion that wou ld c rea te a new C o n s u m e r F inanc i a l P ro tec t ion Agency 
3 . P e r m i t e i ther the c red i to r , o r m o r t g a g e b r o k e r , o r o t h e r t h i r d - p a r t y 
o r ig ina to r to p r o v i d e the r e q u i r e d p re -app l i ca t ion disclosures . 
4. E l imina t e d isc losure of the A P R a n d ins tead r e q u i r e d isc losure of p a y m e n t 
t e r m s , se t t l ement costs a n d mon th ly p a y m e n t . 
5. Es tab l i sh a r ea sonab le to le rance th re sho ld , wi th in which cer ta in t e r m s could 
change after the final T I L A disc losure b u t p r i o r closing w i t h o u t r e q u i r i n g re-
disc losure a n d w i t h o u t t r igger ing an add i t iona l wa i t ing per iod . 
6. E n s u r e that loan o r ig ina to r s r e t a in the i r abil i ty to receive compensa t ion as a 
pe r cen t age of the loan a m o u n t a n d not j u s t a flat fee. 
7. A d o p t a n an t i - s teer ing ru le that does no t affect the m e c h a n i s m for p rov id ing 
d i rec t a n d / o r ind i rec t compensa t ion to a m o r t g a g e or ig ina tor , does not l imit o r 
affect the a m o u n t of compensa t ion received by a c red i to r , a n d does not res t r ic t a 
c o n s u m e r ' s abi l i ty to f inance the fees a n d costs associa ted wi th a loan t r ansac t i on 
into the loan a m o u n t o r r a t e . 



8. R e q u i r e o r ig ina to r s to disclose the lowest in teres t r a t e the c red i to r w o u l d 
accept on a given loan. 
9. A d d r e s s all " u p se l l ing" in connect ion wi th mor tgages a n d o t h e r financial 
t r ansac t i ons , n o t j u s t Y S P . 
10. C o m p l i a n c e wi th the Admin i s t r a t i ve P r o c e d u r e s Act . 
11 . M o r t g a g e compan ies should be t r e a t e d in the s a m e m a n n e r as l ende r 
compan ies . M o r t g a g e b r o k e r compan ies o p e r a t e on ne t profi ts af ter all income a n d 
expenses a n d t r e a t i ng t h e m differently f rom l ende r compan ies (some of w h i c h have 
fewer loan o r ig ina to r s t h a n m o r t g a g e b r o k e r s ) is b a d policy. 

T h e B o a r d ' s goals to simplify a n d clarify disclosures for c o n s u m e r s a n d p roh ib i t 
an t i - s teer ing a r e not successfully accompl i shed through the p r o p o s e d changes . I n 
fact, the changes , as p l anned , fail to achieve those goals a n d con t r ad i c t the i r overal l 
p u r p o s e . T h e offered a m e n d m e n t s to Regu la t ion Z m a k e the en t i r e m o r t g a g e 
process m o r e complex for b o r r o w e r s , exace rba t e a n d c o m p o u n d the a l r eady 
compl ica ted prac t ices that exist, a n d mos t i m p o r t a n t l y , e l imina te c o n s u m e r choice. 
The re fo re , the B o a r d should w i t h d r a w the p roposed a m e n d m e n t s , p e r f o r m m o r e 
qualif ied c o n s u m e r tes t ing (uti l izing the resul ts in a n effective m a n n e r ) , a n d engage 
a n d confer w i th seasoned, knowledgeab le i ndus t ry exper t s to ob ta in credib le a n d 
useful pa r t i c ipa t i on to ensu re a successful a n d effective resolve to achieving the 
B o a r d ' s objectives. 

Sincerely signed, 

B r i a n C. Gibson 
T h e M o r t g a g e Source Inc . 
6 0 1 Sou thwes t Dr ive 
J o n e s b o r o , Arizona 7 2 4 0 1 


